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Economic Developments in the New Millennium 

and 
How Students Should Prepare Themselves 

By Dr. Maurice Tse, School of Economics and Finance 



Our economy is a political economy in 
which various parties pursue their best interests 
by the rules and regulations established by the 
government that are intended to ensure that the 
pursuit is fair. With the advance of new 
technology, new business opportunities will 
arise, alongside of which will be new conflicts 
of interests of various business entities and 
political parties. With the advance of new 
technology, it is inevitable that a new wave of 
government regulations will ensue to protect 
what the government envisions as the best 
interest of the society. With the advance of 
new technology, our behaviors will also change. 

The field of social sciences encompasses 
the systematic study of human activities and 
relationships from the earliest beginnings of 
humanity to contemporary society in all its 
diversity and complexity. It also examines the 
interactions between people in their natural, 
cultural, social, economic, and political settings. 

We would be ill prepared for the 
challenges we will face if we do not have a good 
common sense in social sciences. The best 
decision made by a business executive is at best 
a bad decision if the executive fails to recognize 
how his or her decision may affect the society. 
An example would be the investment decision in 
additional production capacity made by China 
Light a few years ago. China Light is blamed 
for passing the allegedly higher than reasonable 
production costs to the users. 

Here let me share with you several visions 
on how the global economic environment will 
change in the new millennium. 



1: Domino Effect 

It's great being all connected, until 
something goes wrong. 

Within the next few years, refrigerator, 
television and pretty much every other major 
object in your house will talk to a centralized 
home computer, as well as to each other. A bevy 
of hand-held devices will seamlessly share 
information and access the web. Most of the 
software you'll use will reside not on your hard 
drive but somewhere on the other side of the 
Internet, where you'll use it for a fee. 

Sounds fine so far, except that devices fail, 
connections falter, and the damage can easily 
radiate across a network, with domino-like 
repercussions. 

The challenge of designing against, and 
coping with, deliberate and accidental network 
breakdowns will define computing and 
commerce as far into the new millennium as 
anyone can now see. Among vendors, each new 
product release will demand a corollary 
improvement in antivirus technology. In 
companies and government agencies, network 
administrators will continually weigh the 
benefits of seamless integration against the 
potential for systemwide collapse. And in the 
laboratory, researchers are studying how the 
complex interaction of networked local actions 
may create unintended - and unwanted ~ global 
results. 

As we connect more and more of these 
things, the susceptibility of the whole thing 
increases because there are more entry points. 




Privacy Issues 

But if every device in your house is 
broadcasting information, the most intimate 
aspects of everyday life could become ripe for 
interception by information pirates. By having 
all of these computers in your house connected 
to the Internet, 120 million people could 
potentially come into your living room and look 
around. The will be a creeping loss of privacy, 
a creeping loss of security. 

Therefore, there needs to be a reliable and 
foolproof way for the devices to tell friend 
device from foe device. The hard part however 
is figuring out how to tell the device who its 
supposed to be loyal to. 

Fast-Spreading Viruses 

Likewise, computer viruses — once spread 
slowly by infected files on shared or purchased 
disks - now race around the globe in days, 
infecting millions of computers without their 
users knowing until the damage is done. 

The risk is heightened by the very success 
of the standards and protocols that make digital 
communication so easy. As computing 
platforms become carbon copies of each other, 
viruses leap more easily from one to the next. 
With fast-spreading, network-transmitted viruses 
like the notorious Melissa virus of 1999, one 
could pervade the whole network before the 
defensive systems even set in. 

2: Corporations will look a 
lot different 

In the new millennium, the corporation as 
we've come to know it in the past 150 years will 
cease to exist. Gone will be the militaristic 
management hierarchies, the cubicle-dwelling 
clerks and the disgruntled factory workers. 



V 

Corporations will be little more than brand 
names, covers for frequent-flying, cyberspace- 
cruising free-lancers who form virtual teams On 
wireless networks. There will be factories, but 
nobody will admit to owning them. 

Best of all, there will be no meetings. E- 
mail will make them obsolete. 

Anyone who works at a big company, or 
even a medium-size one, knows that this vision 
of the "virtual corporation" is a stretch. Like 
hammers, conveyor belts and computers, 
corporations are tools that mankind uses to 
create more from less. Until we've abdicated our 
eagerness for efficiency ~ not likely, even in the 
expanse of an entire millennium ~ corporations 
will remain fixtures of economic life. 

Building on Knowledge 

But they will change — and how. For one, 
the emerging global economy means that a 
company working according to the standards 
and practices of one region will have to adapt to 
the realities of the next. For another, there will 
be more industries built on knowledge rather 
than physical stuff. And companies that rose to 
eminence by inventing or exploiting the 
technologies and social trends of the past 
century will find themselves having to repeat the 
act but with altogether different methods. 

Whither the corporation? 

As business heads into the next 
millennium, will big corporations get bigger, or 
will smaller cyber-entrepreneurs become the 
wave of the future? 

The big will get bigger through mergers 
and acquisitions, like the recent CBS-Viacom 
and Exxon-Mobile deals in the United States. 
With barriers to entry declining, entrepreneurs 
will play an increasingly large role in our 
economic future. 




In the nature, corporations will define 
more of their value by intangibles -- the 
creativity of their designers (Intel Corp. comes 
to mind), the proficiency of their software 
architects (as at Sun Microsystems Inc.), the 
knowledge of marketers (Procter & Gamble Co., 
for instance) and even the strength of the 
internal culture (as in the case of Hewlett- 
Packard). 

3: E-Commerce 



Coming Together 

A host of factors will drive this trend. 
Brick-and-mortar retailers with online 
operations increasingly will tie together 
inventory and distribution channels to make sure 
their real-world customers are their online 
customers, too. At the same time, a panoply of 
wireless devices will develop to incorporate 
Internet functions, extending e-commerce 
beyond the domain of office and home personal 
computers. 



The coming generations will take the 'e' 
out of e-commerce. 

The business trend of the late 1990s -- can 
you name anything bigger? - altered the 
landscape of commerce. Virtual start-ups went 
toe-to-toe with venerable real-world brands and 
won. Web-only competitors commanded sky- 
high stock-market values without ever turning a 
profit. The Internet began wringing the waste 
out of global supply chains, shifting power to 
purchasers from suppliers. It eliminated entire 
classes of middlemen while creating new ones, 
and transformed steelmakers and grandmothers 
alike into auctioneers. 

Amazingly, all this is just beginning. Yet 
in one respect, it soon will come to an end. 

Come again? 

By many credible estimates, e-commerce - 
- including the vast business-to-business 
segment of Internet buying and selling in the 
United States ~ will account for close to $2 
trillion of annual economic activity by 2004. 

But in this same four years, e-commerce 
will cease to be a curiosity, becoming just 
another way that companies and consumers sell 
and buy. It will shed its novelty, its oh-so-trendy 
"e," and devolve into plain old commerce. In 
fact, the word e-commerce will vanish from the 
vernacular. 



Perhaps most important, new generations 
are growing up for whom e-commerce is simply 
taken for granted. E-commerce already has 
made big inroads among affordable items on 
which today's teenagers spend a great deal of 
money, such as CDs and books. By the second 
decade of the millennium, those Generation Y 
consumers will be buying bigger-ticket items 
and think nothing of buying refrigerators and 
washing machines online. E-commerce's 
triumph ~ which is to say, its disappearance into 
the woodwork of global commerce -- will be 
complete. 

For people over 35 today ~ maybe even 
those over 25 -- technology is something new. 
It's something they learned after they already 
developed. It's a lot like learning a language 
after you're an adult: You can speak it, but it's 
never natural. 

Contrast that with the technological 
birthright of the kids coming out of secondary 
school in 1999, who were born the year IBM 
introduced the PC. They don't think of 
technology as something 'other.' They 

internalize it. 
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Shopping Habits 

Different generations have found a 
preferred shopping method and stuck with it 
over time. As an example, our grandparents 
still shop in the wet markets, but many of our 
parents tend to shop at grocery stores instead. 
And while people now in their late 20s and early 
30s grew up primarily as specialty-store 
shoppers, today's early-20s shoppers are quite 
comfortable doing a variety of things online. 

As e-commerce becomes invisible in 
about 2004, it also will hit a plateau. By then, 
with Generation Y buyers in their mid-20s, the 
number of new online shoppers hitting the Web 
may level off. By then, half of all software 
sales may be made online, as well as 25% of 
music sales, 6% of book sales, 12% of car sales, 
9% of apparel sales and even 3% of food-and- 
beverage sales etc. 

But the plateau won't last long. Another 
boom may set in around 2010 as the Gen Years 
hit their 30s and begin to flex their spending 
muscle. By then, nearly a third of sales in such 
established brick-and-mortar categories as 
appliances and furniture may be made online. 
Consumers will buy things without the usual 
cues -- the smell of freshly baked bread or the fit 
of a pair of jeans - as they come to trust ever- 
more-powerful online brands. 

'Clicks and Mortar' 

But the future of selling involves much 
more than creating a dot-com division and 
throwing up a Web site full of brochure-ware. It 
means integrating physical and Internet selling 
channels so seamlessly that consumers can buy 
with equal ease through a store, a catalog or a 
Web browser, a model sometimes known as 
"clicks and mortar." In fact, the "post- Web 
retailer," as many marketing experts expect, will 
be "a multi-channel retailer that sells a complete 
set of products targeted to a specific customer 
segment." 



The big picture for us is we're not going to 
let go of our stores. Our stores are a huge asset 
for us. Retailers may open up new Web sites 
to sell things. Yet, the idea to let the customers 
get the products they want in whatever way they 
prefer will not fade. 




4: Companies will 
smaller and bigger. 



become 



With the development of new means of 
communication, it is possible for people to get 
information much more easily. It is much easier, 
therefore, for people to contract out and obtain 
supplies from other firms, which suggests that 
firms are going to get smaller. 

On the other hand, one of the things that 
limited a firm's growth in the past was doing 
many things for which it was ill-equipped. Now, 
by contracting out, it can expand its core 
business without taking on additional tasks 
related to the expansion. So the ease of 
contracting out tends to make it possible to have 
many small businesses. And the existence of the 
many small businesses enables some firms to get 
bigger. 

So as individual companies become less 
diverse within, the overall economy becomes 
more diverse throughout. The existence of many 
firms makes for greater specialization, but also 
for greater size in the specialists. 

The Biology of the Firm 

The boundaries of a firm could be highly 
permeable - that it could form alliances and 
partnerships that evolved with the pressures of 
the marketplace. Economists have traditionally 
thought of companies as machines when in fact 
companies are a lot like our body. 




As k matter of fact, the entire economic 
systemis very much like a human body with all 
its different parts interrelating, one with another, 
the liver and the kidneys and the heart and the 
blood and the skin and everything, interacting in 
ways that are very complicated and that we don't 
fully understand. But we understand much more 
about the way the human body works than we 
do about the way the economic system works. 

Yet to understand the economic system 
really would be just as valuable as studying the 
body, which improves our health. We could 
improve the output of the economy and make 
people's lives much better if only we understood 
the way in which the different parts of the 
economic system operate interrelatedly. For 
the young people, it is important for them to 
understand how firms operate. 

Brief Remarks to Students 

Most of us are aware of the trend that our 
economy is undergoing a transformation into a 
knowledge-based economy in which information 
is the key for running a firm or for formulating 
sound economic policies. At least one type of 
knowledge-based industries will be important to 
Hong Kong future: information technology. 

Companies will use the technology to 
exchange electronic information using, for 
example, a broad bandwidth communications 
network. It already has a significant presence 
in Hong Kong. For example, financial 
information providers, such as Bridge 



Information Systems Inc and Reuters, use the 
technology to supply real-time securities prices 
to end-users. Their presence in Hong Kong has 
grown rapidly in recent years. It is foreseeable 
that the reliance on the use of electronic 
information in making decisions will be more 
common for businesses, investors, consumers, 
and the government in the near future. And the 
cost of availability of information will be 
cheaper than what it is now. 

As Tolstoy puts it, however, the world is 
dynamic and messy. Very often information, 
electronic or not, is incomplete. More often we 
are overloaded with too much information, 
much more than we need. Our grasp of facts 
and events is limited. In order to make rational 
business or policy decisions, we must develop 
our own mental frameworks that allow us to 
process information effectively, a framework 
that allows us to make bold assumptions and to 
look at an issue from various perspectives. We 
need to learn to identify and discriminate the 
relevant and useful information from those that 
are not. 

The future is full of uncertainties. To 
face the challenges in front in the near future, we 
young people should broaden our knowledge 
base with a global perspective on one hand and 
pursue the field of study that we are most 
interested in on the other. Most of important of 
all is that we must realize knowledge is power 
and that education is a life-long process and it 
goes as far and as long as our lives go. 
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° The economics of human resources (ECON 0103) 

° Managerial skills in public organizations (POLI 0025) 

° Managing people in public organizations (POLI 0037) 

° Industrial psychology (PSYC 0033) 

° Organizational psychology (PSYC 0044) 

° Psychological testing and measurement (PSYC 0002) 

° Engineering psychology (PSYC 0032) 

° Organizations and society (SOCI 0025) 

•> Social skills training for human service personnel (SOWK ???) 

° Managing People in Human Services (SOWK???) 



° Social skills training for human service personnel (SOWK???) 
° Managing People in Human Services (SOWK???) 
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China and International Business 
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■ Theory of international trade (ECON 0301) 

• International finance (ECON 0302) 
° International banking (FINA 0103) 

° International financial management (FINA 0105) 

° Government and business (POLI 0017) 

° Managing the global economy (POLI???) 

° Globalization , work and industry (SOCI 0014) 

° The four little dragons: The political economy of the development (SOCI 0051) 

° Business forecasting (STAT 0403) 

• Business logistics (STAT 0106) 

Managing the global economy (POLI???) 

i. ^nM^mw^^mmmmm • m^^nmmmmum • uR^mmnm%mm • 
4. Bft&flarajs4>ffi$xftft& • 



fit 
Iff 



27 KfJ 




315 
IJ 



ffl 



OT 



itl 



jrS 



i=°lUl£ 



*4E 



Business and Financial Analysis 

(Department of Statistics and Actuarial Science) 
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Corporate finance (FINA 0302) 

Investment analysis and portfolio management (FINA 2802) 

Understanding public finance in Hong Kong (POLI???) 

Public policy analysis (POLI 0039) 

Economic analysis and social development (SOWK???) 

Business forecasting (STAT 0403) 

Practical mathematics for investment and pensions (STAT 0108) 

The statistics of investment risk I (STAT 0109) 

Business logistics (STAT 0106) 



° Understanding public finance in Hong Kong (POLI???) 



° Economic analysis and social development (SOWK???) 



The Media inf ormation Technology and Popular culture 

(Department of Sociology! 
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o Reporting and writing the news (JMSC 0001) 

o News reporting and writing workshop (JMSC 0002) 

o Advertising psychology (PSYC 00 12) 

o Consumer psychology (PSYC 004 1 ) 

o Critical issues in media studies (SOCI 0006) 

o Hong Kong popular culture (SOCI 00 1 5) 

o Mass communication and society (SOCI 0022) 

o Sociology of contemporary culture (SOCI 0043) 

o Media and identity (SOWK???) 

o Body politics (SOWK???) 

o Elections and Representative Democracy (POLI 0013) 

o Understanding global issues (POLI 0021) 

§£MSMffi : 

- Media and identity(SOWK???) 
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• Body politics (SOWK???) 



Hong Kona China Studies 

(Department of Politics and Public Administration) 






sj 






mu 



all 



^N- 



{\mBu^mm&tf)jj&£mm^mn^mmm * mm * k±^rxh • ^m^m^m^ 



n^mm&mm 



% 



m^mrn » mimm ■ m ! < 



mmfommm^te® 



jf±# * mmR&mvtnttomm • &m$s$i&m&m*mR&mGwtmR%£i 



gggft: 



Economic development of China (ECON 0601) 

The economic system in Hong Kong (ECON 0603) 

China and Hong Kong: The politics of transition (POLI 0006) 

Governing China (POLI 0022) 

Hong Kong politics (POLI 0020) 

Public administration in Hong Kong (POLI 0035) 

Chinese psychology (PSYC 0043) 

Contemporary Chinese society (SOCI 0003) 
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o Hong Kong society (SOCI 00 1 6) 

p/ Class, wealth and poverty: Inequality and injustice in Hong Kong (SOCI 0002) 

o Social anthropology of Hong Kong and Guangdong (SOCI 0036) 

o Social policy issues in Hong Kong (SOWK 0023) 

o Social welfare in China (SOWK 00 1 2) 
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Family and Child Studies 

(Department of Social Work and Social Administration) 
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Introduction to education psychology (PSYC 0035) 

Life-span development psychology (PSYC 0009) 

Women and Politics (POLI 0050) 

Youth and youth culture (SOCI 0053) 
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Prudential Superstars 



The Prudential Assurance Company Limited 

Suite 403 &405 festival Walk 80 Tat Chee Avenue Kowloon Tong Kowloon HKSAR 

Tel: 22638888 E-mail: wnnieleong@ctimail3.com Fax: 22657606 

Mobil: 92768945 Personal Contact: 8101 1792 
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